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Joseph Anthony 15 Bushels Com & 500 lbs Fodder for the use 
of Col. Crockets Light Horse, March 7th, 178 1. 
Also for 16 Bushels Corn & 700 lbs Fodder, March 8th, 1781. 
Also 500 lbs Fodder for the same, March 9th, 1781. 
Also 500 lbs Fodder for same, March 10th, 1781. 

(to be continued) 



The Effect of the Adoption of the Constitution upon 
the Finances of Virginia.* 



By W. F. Dodd, University of Chicago. 



In the first years of the colony of Virginia all revenue was 
raised by tithes, which though comparatively just at that time 
became more and more unequal with the growing complexity of 
society. The imposition of other taxes was a result of struggle 
between the rich landlords and the poorer classes. 

Customs and tonnage taxes were imposed by acts of 1705, 
1726 and 1742, and these were continued with little alteration 
down to the Revolution. They had become an important 
source of revenue, the export tax on tobacco alone yielding 
^7,000 in 1770. Though tobacco exports declined after 1770, 
over 40,000 hogsheads were shipped in 1775, and the trade of 
Virginia was constantly increasing. The total imports of Vir- 
ginia and Maryland in 1769 were ^851,140, of which ^774,943 
was from Great Britain. With the beginning of the Revolution 

* This paper was prepared in a Seminar on Constitutional History at 
the University of Chicago. The principal sources of information were: 
Hening, Statutes of Virginia; Calendar of Virginia State Papers, Vols. 
IV, V; Senate Journal of Virginia, 1785-90; American State Papers, 
Finance I; Journal of Congress, Vol. IV; MacPherson on Commerce, 
Vol. Ill; Ripley, Financial History of Virginia; Madison's Debates of 
Constitutional Convention; Works of Madison and Jefferson; Ford's 
Pamphlets on the Constitution; Elliott's Debates; Annals of Congress, 
1789-91; U. S. Statutes at Large, Vol. I; and Hill, Early Tariff Policy 
of the United States, Pub. American Economic Association, Vol. VIII. 
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this trade was cut off, and as a consequence the provisional 
government levied only internal taxes on land and polls, build- 
ing up also a system of fees and licenses, which played an im- 
portant part in the subsequent financial development of the State. 
While many of the colonies in their zeal for free and unrestricted 
trade abolished their custom duties, Virginia retained hers al- 
most unchanged, but as an evidence of the unimportance of 
revenue from this source no mention is made of duties and ton- 
nage, in the statutes from 1777 to 1780.* 

Licenses, court fees, poll and property taxes were the reliance 
during the Revolutionary struggle. Revenue was hard to secure 
for taxes bore very heavily upon those who had the one source 
of their greatest wealth cut off. Virginia made several efforts to 
secure foreign loans but lailed, her representatives being dis- 
couraged by Franklin, who says the States complicated the 
affairs of the Union by their vain efforts in this direction. She 
had tried paper issues at the very beginning of the war, and the 
rapid depreciation of the currency led to uncertainty as to what 
any tax might produce. Salaries of officers were made payable 
in tobacco so as to free them as much as possible from fluctua- 
tion, and by the scale of depreciation adopted in 1781, all sol- 
diers of the army were to be paid in specie value. 

The comprehensive scheme of taxation adopted in 1777 was 
changed very little during the period of actual war, except by 
increasing rates in the attempt to keep pace with currency de- 
preciation. Owing to the hardship of heavy taxes, the legisla- 
ture permitted tithes to be paid in commodities by a law of 1779, 
and continued this in 1780. Shortly before this it had imposed 
a prohibitive export tax on tobacco in the attempt to encourage 
the culture of necessary commodities. Payment in kind was first 
suggested by Robert Morris, but its failure soon caused its 
abandonment. The greater part of the supplies of the army in 
the field was obtained by giving certificates of indebtedness for 
supplies received [taken], which were made receivable for taxes 
by several measures. 

From what has been said it may be seen that Virginia's means 
of carrying on the war were internal taxes and forced loans in 

* Export tax on tobacco was changed several times from 1775 to 1780. 
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the two forms of paper emissions and certificates of indebted- 
ness. Confiscated estates do not seem to have yielded a great 
sum, and quit rents were completely abolished in 1778 as con- 
trary to the genius of a free people. 

Some evidence exists of struggle between the property owning 
and poorer classes during this period, and it is safe to say that 
tithes bore the heavier proportionate burden ; but the democracy 
gradually became ascendant, and in 1 787 the poll tax was finally 
abandoned because of its oppressive and inequitable nature. 
The taxes upon carriages, money, property, income and cattle 
fell most heavily upon the richer classes, and the inequality of 
the tithes was somewhat exaggerated, for all female slaves as well 
as male freemen were lithable. In the land tax there was no 
approach to equality, each hundred (100) acres being taxed re- 
gardless of location or value. 

Virginia From the End of War to the Constitution. 

The great burden of debt forced the State to use the new 
source of revenue opened to it by reviving trade, to meet the 
heavy expenses of the several years following the war. 

The first act of importance to this period is that of 1781 re- 
vising the tax system of the State, and, besides internal taxes 
imposing tonnage duties; import duties specific on sugar and 
coffee, and one per centum (1 %) ad valorem upon all other goods. 
The act of 1782, increasing all taxes for the payment of certifi- 
cates of indebtedness, also increased duties on imports and ton- 
nage taxes, and in the following year four pence additional export 
duty per hogshead was laid upon tobacco. These acts continued 
unchanged until 1787, except in lower rates given to French 
imports, and a discriminating duty of 2% ad valorem upon all 
English goods. 

The act of 1787 repealed the certificate tax of 1782 and re- 
vised the whole system of customs. It will be best to describe 
with it the whole revenue system of the State in 1787. 

(1) Duties and tonnage: 

(a) Thirty-nine (39) of the most important articles of import 
were taxed specifically, wearing apparel 10% ad valorem, and 
all unenumerated articles 3%. All products of the States were 
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exempt from these duties, except liquors which were also inter- 
nally taxed. 

(b) Tonnage. Six (6) shillings per ton on all vessels entering 
and clearing, and one (i) shilling additional for each sailor on 
board. 

(2) Tobacco: 

(a) An inspection fee of six (6) shillings per hogshead. An 
inspection fee had been charged since early in the century and 
this rate fixed in 1779 yielded much more than the expense of 
inspection. 

(b) Four (4) shillings per hogshead export duty imposed in 
1783. 

(c) Six (6) shillings additional export duty on tobacco, im- 
posed in 1786, two and one-half (2^) per cent, to go to inspec- 
tor for expense of collection. 

(3) Revenue tax: 

This was the name given to the annual tax levied in Virginia 
for current expenses, first upon tithes alone, but later extended 
to land and other property, becoming more complex from 1777 
to 1783. The inequitable method of taxing land at so much 
per hundred (100) acres had given place to the property tax 
based on valuation. 

£5 upon every ^100 of rental. 

1 fo upon value of land and lots. 

10 s. upon every free male above twenty-one years of age. 

2 s. upon every mare, colt, horse. 

3 d. per head upon all cattle. 

1 8-30 s. per wheel upon four (4) wheeled carriages. 
6 s. per wheel upon every two (2) wheeled carriage. 
,£15 upon every billiard table. 

(4) Certificate tax: 

This was the name given to an additional tax, imposed in 
1782, continued in 1784, and repealed in 1787. It was imposed 
for the purpose of redeeming outstanding certificates of indebt- 
edness, and cannot really be called a separate tax because in 
most cases it simply increased existing taxes. 

5% additional upon land and lots. 

10 s. additional upon all free males of twenty-one or over. 
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1 s. (new) upon slaves over sixteen (16). 

2 s. additional upon every mare, colt, horse. 
j£i5 additional upon every billiard table. 

Fees and import duties were also increased by the act. This 
act having been repealed in 1787 would not be of very great 
importance here were it not that it was suspended in some cases, 
and arrearages became of importance even after 1787. The tax 
was payable in the certificates to the extinction of which its re- 
ceipts were to be applied, and certificates so received were de- 
stroyed. 

(5) Fees and licenses: 

5 s. for marriage licenses. 

50s. for ordinary license (^5 additional by certificate tax, £4. 
after 1784;. 

5 s. upon every 100 acres of land above 1,400 acres patented 
except in cases of grants to soldiers. 

j£5 annually upon every physician, surgeon, apothecary. 

^5 annually upon every retail merchant. 

^20 annually upon every retail merchant from country not 
having commercial treaty w ith the United States. 

There were also many court fees fixed before the war of which 
clerks of court paid one-third (}i) of fees they received; lawyers 
one-tenth (1-10) of fees when taxed in bill of costs. 

(6) Miscellaneous revenue derived from sale of land, public 

property, and other sources. 
The receipts in 1787 from these sources were: 

£ 

Revenue tax, . 143,124 

Certificate tax, . . 4 I .54 I IQ 

Customs and tonnage, . 74.° 2 9 l8 

Tobacco, . 24,237 16 

Fees, . . . 10,685 7 

Miscellaneous,* . . 11,632 11 

From this sketch it may be seen that taxes were being in- 
creased during the period 1782-87, and in fact Virginia was 
straining every nerve to pay off the enormous debt of the Rev- 
olutionary struggle. As the increasing trade gave a ready 

* Fees from land office here classed as miscellaneous. 
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source of revenue, greater and greater dependence came to be 
placed upon tobacco taxes, customs and tonnage. This is seen 
in the increase of duties from 1781 to 1787, and still more in the 
general tariff measure of that year. The accompanying table 
gives the relative amounts derived from different sources from 
1785 to 1790 (See next page.) 

Separate Federal Revenue. 
So well had the necessity for a separate federal revenue been 
recognized that the revenue measure of 1781 encountered no 
very severe opposition in Virginia. An act of the legislature 
enabled Congress to collect the five per cent. (5%) ad valorem 
duty, but the opposition secured its repeal in 1783, when all of 
the States but Rhode Island had consented and Congress was 
preparing to send a delegation to secure its adhesion. Through 
the failure of this measure, Congress was led to the considera- 
tion of another measure which might secure more general sup- 
port. On the question of specific duties limited to twenty-five 
(25) years, Virginia's vote in Congress was divided, Madison 
and Arthur Lee voting Aye; Mercer and Bland, Nay. This 
measure not having been acceded to by all of the States, Mr. 
Monroe brought forward in 1785 the proposal for Congressional 
regulation of trade. This scheme also failed through the oppo- 
sition of New York. State jealousies, tariff wars, refusal of the 
States to execute treaty stipulations and lack of revenue, placed 
Congress during this period in a very poor plight. The whole 
period showed clearly the weakness of the federal government 
and that its difficulties both at home and abroad were due to its 
lack of powers, especially in securing revenue * and regulating 
trade. 

* Much has been made of the difficulties of the confederation in secur- 
ing revenue, of the recalcitrancy of the States in responding to requisi- 
tions; but little has been said of the heavy burdens borne by many of 
these States in supporting armies within their borders, and their diffi- 
culties in securing revenue, especially when, as in the case of Virginia 
and South Carolina, the one great source of their wealth was cut off 
during the actual contest of war.. After the war the debts accumulated 
in its conduct were a heavy charge upon the States. The complete 
failure of the requisition system resulted not so much from its defects as 
a system, as from the financial condition of the States. 
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The leading men of every State realized the causes of the 
difficulties of the national government, and when the convention 
met at Philadelphia there was comparative unanimity as to the 
need of the power of regulating commerce, and of separate fed- 
eral revenue, though much difference of opinion as to how these 
ends might be attained. It is not necessary to go into the pro- 
ceedings of the Convention, and the compromises which gave 
Congress exclusive power over duties and tonnage, forbidding 
duties or fees by any State, except what might be necessary for 
the execution of the inspection laws; and the absolute prohibi- 
tion of any export tax. This last provision was urged by George 
Mason as necessary to protect the staples of the South. 

When the Constitution came before the Virginia Convention, 
Mason rested much of his opposition upon the revenue clauses, 
claiming that the people would not bear a double burden of di- 
rect taxation, and that the federal government by its greater 
power would crush the States. Again the incidental revenue 
arising from the tobacco inspection fee must go to the federal 
treasury. 

When Congress met in 1789 one of the first matters to be 
taken up was that of revenue. A committee was appointed on 
June 29th, which requested the States to send information re- 
garding imports, exports and shipping, upon which to base a 
law. But they did not wait for such information, for the tariff 
measure was passed on July 4, and the tonnage measure bears 
date of July 30. The tariff act is somewhat similar to that of 
New York, and that its purpose was partially protective is indi- 
cated by the debates. President Washington immediately trans- 
mitted this act to Governor Beverley Randolph, who on July 21st 
issued his proclamation: * * " I have, * * * thought fit, 
in obedience to the act of the General Assembly entitled 'An 
Act Concerning Certain Public Establishments,' to issue this my 
proclamation requiring all naval officers, collectors of duties, and 
searchers to cease to execute the powers vested in them by vir- 
tue of their respective officers, from and after the 1st day of 
August next, except so far as relates to the collection of a duty 
of six (6) shillings per hogshead on tobacco exported." 

Virginia was thus deprived of the source of more than one- 
third {yi) of her revenue in 1788-9, and one upon which she 
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had placed increasing dependence during the years immediately 
preceding the Constitution. The tobacco inspection fee was 
continued, yielding, according to the statements of Secretary 
Wolcott, only an occasional surplus. 

Despite the fact that Virginia was thus cut off from a profit- 
able source of revenue, no change of any importance was made 
in her financial system until 1792. It is true that a five (5) shill- 
ing tax was imposed upon all final judgments of courts in 1788, 
but this was counterbalanced by the removal of the tax on at- 
torneys, merchants, apothecaries, physicians, and surgeons in 
1790. Indeed the law of 1792 reduced existing taxes. 

1789. 1792. 

Carriages, . . 30, i8&6s. 6, 4&2S. (1794) 

Land and lots, ... 1% i-4%(ss.per j£ioo) 

Lots & houses in town-rental, ^5 per ^100 16 s. 8 d. per ^100 

Horses, mules, colts, . 2 s. 4d. 

Ordinary license, . . 50 s. 40 s. 

Marriage license, . . 5 s. 5 s. 

Cattle per head, 3d. 

Billiard tables, . . . ^15 ^15 

Merchants, ... £5 

Slaves (1787), . . . 10 s. is. 8d. 

Though the rates were lowered in almost every particular, fees 
were extended to every action in court or act of public officers, 
and yielded a greater proportional revenue.* The sources and 
sums received as gross revenue in 1794 are here given: 

Land, houses, lots, . . . $57,636.58 

Slaves, 47,007.78 

Horses and mules (estimated), . 15, 154.95 

Carriages, licenses, etc., . . 9.954-47 



Total $i29,753-78t 

* Many officers were made payable by fees and the whole receipts do 
not appear in the revenue accounts. 

t Total is not that given by Secretary Wolcott, which is slightly 
inaccurate. 
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Expenditure. 

In order to appreciate the effect of the diminution of revenue 
under the Constitution upon the finance of Virginia, we must 
consider the nature of the State finances and expenditure in the 
years 1783-88, and also the federal measures of the few succeed- 
ing years. 

The revenue from 1785 to 1789 was too great for the then 
heavy expenses of the State, as is clearly indicated by the con- 
stant surplus during the period.* This was one cause of the 
repeal of the certificate tax in 1787. 

Many of the expenditures of this period were extraordinary, 
and the necessary expenses of the State were decreasing. 

(1) Extraordinary expenses, 1785-90. The payment of debt 
principal. 

(a) The certificate tax of 1782 was made payable in certifi- 
cates of indebtedness for the redemption of which it was levied, 
and one tenth (1-10) of the land tax was payable in paper issues 
of 1780, at one-fortieth (1-40) their face value. Certificates and 
paper thus received were destroyed. The reduction of the 
floating debt in this way for the five years 1785-90, was: 





£ 


s. 


1785-86, 


130,937 


1 


1786-7, 


133,634 




1787-8, 


34,640 


9 


1788-9, 


14,609 


11 


1789-90, 


: 14.872 


17 


Total 


328,693 


18 



plished its purpose. 

(b) The "regular disbursements" for this period were very 
much greater than the ordinary necessary expenses of the State, 
and their diminution in 1788 and 1789 would indicate that some- 
thing of the principal of the interest bearing debt had also been 
paid. 

* Balances, 1785-90: 1785-6, /25.905, 13 s.; 1786-7, .£54,178, 6 s.; 1787- 
8, /i",34*. 4S.; 1788-9, ^"43.577, 6s.; 1789-90, .£13,731. 15s. 
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£ 


s. 


182,746 


18 


202,972 


13 


328,961 


10 


280,230 


19 


177,242 


9 



" Regular Disbursements 

1785-6, 
1786-7, 
1787-8, 
1788-9, 
1789-90, 

This view is strengthened by the act of the Virginia Assembly 
of November, 1790, protesting against the Congressional act 
assuming State debts, as unconstitutional and unjust, because not 
assuming quotas of debt according to population, and "be- 
cause a large proportion of the debt contracted by this Com- 
monwealth has already been redeemed by the collection of heavy 
taxes levied on its citizens." 

(2) Expenses disappearing with the change of system. 

(a) Defense of frontier. Virginia maintained troops for this 
purpose at quite heavy cost. 

(b) Payment of members of Congress. Jefferson places this 
as an annual expense of ,£7,000. 

(c) Requisitions disappear with the adoption of the Constitu- 
tion.* 

(3) The assumption by federal law of 1790, of $3,500,000 of the 
debt of Virginia. This removed almost the whole of her 
outstanding debt. 

Jefferson in 1781 placed the normal expenses of the State 
government of Virginia atone hundred and eighty-five thousand 
dollars ($185,000). When many of the expenses under the 
Confederation were removed, the necessary expenses sank easily, 
and in 1793, with a revenue of $132,978.31 there was a surplus 
of over $5,000. The transition to the constitutional system was 
rendered easy because expenses were reduced to a greater ex- 
tent than was revenue. 



•1781-1785, 
1 785- 1 788, 



Specie. 


Facilities or indents 


J533.096.38 


$ «9.9I9 


178,423.21 


391,131.23 



